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EXECUTIVE SUMMARY 

AUDIT EXAMINATION OF THE
 
CAP..LISLE COUNTY
 

SHERIFF'S SETTLEMENT - 2006 TAXES
 

For The Period May 6, 2006 Through April 30, 2007 

Romaine & Associates, PLLC was engaged to complete the Carlisle County Sheriff's Settlement ­
2006 Taxes for the period May 6, 2006 through April 30, 2007, As a result of this engagement, we 
have issued a disclaimer of opinion 011 the fmancial statement 

Report Comments: 

.. The Sheriffs Office Lacks Adequate Segregation Of Duties 
• The Sheriffs Office Should Properly Safeguard lvl Financial Records 
.. The Sheriffs Office Should Report Franchise Tax Collections By The Tenth Of Each Month 
.. The Sheriffs Office Should Deposit Funds Intact On A Daily Basis 

Deposits: 

TIle Sheriff's deposits were insured and collateralized by bank securities, 
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Krista Romaine, CPA, Member • William Erwin, CPACharlotte Clark, Member SSOCtates p[;[;c Van R. Prince, CPA 
CERTIFIED PUBLIC ACCOUNTANTS 

The Honorable Greg Ten-y, Carlisle County Judge/Execmive
 
Hon.orable Steve McChristian, Carlisle County Sheriff
 
Members of the Carlisle County Fiscal Court
 

lndeDendent Auditor's RepOli 

We were engaged to audit the financial activity contained in the Carlisle County Sheriffs 
Settlement - 2006 Taxes for the period Ma:y 6, 2006 through April 30, 2007. TIus tax settlement is 
the responsibility of the Carlisle County Sheriff. 

The financial activity contained in the tax settlement is intended to present actual receipts and 
disbursements of the Carlisle County Sheriff on the cash basis of accounting. Actual receipts and 
disbursements are recognized when received or paid rather than when eamed or incuned. The 
presentation of the fmancial activity contained in the tax settlement is not intended to be a 
presentation in confornuty with generally accepted accounting principles. 

On December 26, 2007 the Carlisle County Sheriff's Office was destroyed by fire. The Carlisle 
County Sheriff did not properly safeguard the financial records. Therefore we were unable to 
verify the receipts and disbursements and validity of the transactions for the year ended December 
31,2006. Based on the scope limitation, we were unable to apply procedures to deternul1e whether 
the financial report is presented fairly in confonnity with the cash basis of accounting and laws of 
Kentucky, which is a comprehensive basis of accounting other than accounting principles generally 
accepted in the Uluted States of America. 

Since the Carlisle County Sheriff did not properly safeguard the fmancial records we were unable 
to apply other auditing procedures to satisfy ourselves as to the receipts and disbursements, the 
scope of our work was not sufficient to enable us to express, and we do not express, an opinion on 
this financial report. 

In accordance with Government Auditing Standards, we have also issued our report dated August 
14, 2008 on our consideration of the Sheriffs internal control over financial reporting and on our . 
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements 
and other matters. The purpose of that report is to describe the scope of our testing of internal 
control over financial reporting and compliance and the results of that testing, and not to provide an 
opinion on the internal control over fmancial reporting or on compliance. That report is an integral 
part of an audit perfonned in accordance with Government Auditing Standards and should be 
considered in assessing the results of our audit. 
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The Honorable Greg Terry, Carhsle County Judge/Executive 

Honorable Steve M:cChristian. Carlisle Coumy Sheriff 
Members of the Carlisle Coumy Fiscal Coun 

Based on the results of our audit 'Ne have presemed the accompanying comment and 
recommendation, included herein, whicb discusses the following rep0I1 comment: 

• The Sheriffs Office Lacks Adequate Segregation Of Duties 
• The Sheriffs Office Should Properly Safeguard All Financial Records 
• The Sheriffs Office Should Reporl Franchise Tax Collections By TIle Tentl1 Of Each Month 
• The Sheriffs Office Should Deposit Funds IntacT On A Daily Basis 

Respectfully submitted, 

Romaine & Associates, PLLC 

August 14, 2008 
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REPORT ON INTERNAL CONTROL OVER FINANCt~REPORTING AND
 
ON COMPLIANCE AND OTHER MATTERS BASED ON "t>,N AUDIT OF THE FINANCIAL
 

STATEMENT PERFORMED IN ACCORDA"l\JCE 'WITH GOVERJ\Tf\1ENT AUDITING STANDARDS
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,Krista Romaine, CPA, Member William Erwin, CPA 

Charlotte Clark, Member ssoctates PJ;J;c Van R. Prince, CPA 
CERTIFIED PUBLIC ACCOUNTANTS 

The Honorable Greg Terry, Carlisle County Judge/Executive
 
Honorable Steve McChristian, Carlisle County Sheriff
 
Members of the Carlisle County Fiscal Court
 

Rep0l1 On Intemal Control Over Financial Reporting i\nd
 
On Compliance And Other Matters Based On An Audit Of TIle F.inancial
 

Statemem Perf0l111ed In Accordance i)iTith Govemment Auditim: Standards
 

Vie were engaged to audit the financial activity contained in the Carlisle County Sheriffs 
Settlement - 2006 Taxes for the period May 6. 2006 through April 30,2007, and have issued our 
report thereon dated August 14,2008, wherein we disclaimed an opinion on the financial report 
because the Sheriff failed to adequately safe guard the financial records. 

Intemal Control Over Financial Reportin£! 

In planning and perfomllng our audit, we considered the Carlisle COllilty Sheriff s intemal control 
over fin31lcial reporting as a basis for designing our auditing procedures for the purpose of 
expressing our opinion on the financial statement, but not for the purpose of expressing an 
opinion on the effectiveness of the Carlisle County Sheriffs intemal control over financial 
reporting. Accordingly, we do not express an opinion on the effectiveness of the Sheriffs intemal 
control over financial reporting. 

Our consideration of intemal control over financial reporting was for the limited purpose 
described in the preceding paragraph and would not necessarily identify all deficiencies in 
intemal control over financial reporting that might be significant deficiencies or material 
weaknesses. However as discussed below, we identified certain deficiencies in intemal control 
over financial reporting that we consider to be significant deficiencies. 

A control deficiency exists when the design or operation of a control does not allow management 
or employees, in the nonnal course of performing their assigned functions, to prevent or detect 
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination 
of control deficiencies, that adversely affects the entity's ability to initiate, authorize, record, 
process, or report financial data reliably in accordance with the regulatory basis of accounting 
such that there is more than a remote likelihood that a misstatement of the entity's fmancial 
statement that is more than inconsequential will not be prevented or detected by the entity's 
intemal control over fmancial reporting. We consider the deficiencies described in the 
accompanying comments 311d recommendations to be significant deficiencies in intemal control 
over fmancial reporting. 

• The Sheriffs Office Lacks Adequate Segregation OfDuties 
• The Sheriffs Office Should Deposit Funds Intact On A Daily Basis 
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Report on Intemal Control Over Financial Reporting A..lld 
On Compliance i\.ncl Other Matters Based on .:-'\n Audit Of The Financial 
Statement Perfonned In Accordance With Govemment Auditing Standards 
(Continued) 

A material wealmess is <1 significant deficiency, or combination of si~'1llficant deficiencies, that 
results in more than a remote likelihood that a material misstatement of the fina.ncial statement will 
not be prevented or detected by the entity's intemal control. Our consideration of intemal control 
over finarlcial reporting was for the limited purpose described in the first paragraph of tlllS section 
and would n01 necessarily identify all deficiencies in intemal control that might be signifIcant 
deficiencies or material weaknesses. However, we consider the significant deficiencies as 
described above to be material weaknesses, as defined above. 

Compliance l\.nd Other Matters 

As part of obtaining reasonable assurance about whether the fom1er Carlisle County Sheriffs 
Settlement - 2006 Taxes for the period May 6, 2006 through April 30, 2007, is free of material 
misstatement, we perfonned tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements, noncompliance with wlllch could have a direct and material effect 
on the deternlination of financial statement amounts. However, providing an opilllon on 
compliance with those provisions was not an objective of our audit and, accordingly, we do not 
express such an opinion. The results of our tests disclosed instances of noncompliance that is 
required to be reported under Government Auditin2: Standards. 

•	 The Sheriffs Office Should Report Franchise Tax CollecIions By The Tenth Of Each Month 
•	 The Sheriffs Office Should Properly Safeguard All Financial Records
 

From Loss
 

TIllS report is intended solely for the infonnation and use of management, the Carlisle County 
Fiscal Court, and the Kentucky Department for Local Government and is not intended to be and 
should not be used by anyone other than the specified parties. 

Respectfully subnlitted, 

Romaine & Associates, PLLC 

August 14,2008 



COMMENTS .AND RECOMMENDATIONS
 



Page 9 

C/illLISLE COUNTY
 
STEVE Iv1CCI-IRISTLAN, SHERIFF
 

COl'v1MENTS _L\]\JD RECOMMENDATIONS
 

For The Period May 6, 2006 through April 30, 2007 

INTERNAL CONTROL - SIGNIFlCf\NT DEFICIENCIES.AND MATERIAL VlE.A.KNESSES: 

The Sheriffs Office Lacks Adequate SeLrre!:':ation Of Duties 

The Sheriffs office has a lack of segregation of duties. The Sheriffs bookkeeper collects money, 
opens mail, prepares deposits, prepares daily collection reports, and reconciles banI:: accounts. 
The Sheriffs bookkeeper prepares monthly reports, writes and signs checks for all taxing 
districts, then mails checks, and reports to the districts. We recommend that the following 
compensating controls be implemented to offset this internal control weakness: 

I> The Sheriff should periodically compare the daily bank deposit to the daily checkout sheet 
and then the daily checkout sheet to the receipts ledger. Any differences should be 
reconciled. The Sheriff should document tIllS review by initialing and dating the b311k 
deposit, the daily checkout sheet, and the receipts ledger for that day's business. 

•	 The Sheriff should periodically compare net taxes collect per the monthly tax distribution 
reports to the receipt ledger for accuracy. Any differences should be reconciled. The Sheriff 
should document tills by initialing the monthly tax distlibution report. 

~	 The Sheriff should periodically compare payments to taxing districts to checks. The Sheriff 
could document tIllS by initialing the monthly tax distribution reports, noting that payment 
amounts were agreed to checks. 

•	 The Sheriff should periodically, and on a surprise basis, compare the bank reconciliation to 
the balance in the checkbook. Any differences should be reconciled. The Sheriff should 
document tills comparison by initialing and dating the bank reconciliation and the bal311ce in 
the checkbook. 

•	 The Sheriff should require dual signatures on all disbursement checks. 

Sheriff's Response: No Response 

The Sheriff Should Deposit Funds Intact On A Daily Basis 

Audit procedures revealed that the Sheriff was not depositing tax collections on a daily basis. 
Furthermore, we noted that tax collections for some days were being held up to more than three 
weeks before being deposited. Technical Audit Bulletin 93-002,. Section 3 and Section 4, 
requires the Sheriff to reconcile daily collections to daily deposits and to deposit funds intact on a 
daily basis. We recommend the Sheriff reconcile the daily tax collection reports to the funds 
collected and deposit these tax collections into the bank account daily. 

Sheriff's Response: No Response 
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C/V)...LISLE COUNTY
 
STEVE ]VICCHRISTIAN, SHERIFF
 
CO]vfMENTS.AND RECOMMENDATIONS
 
For The Peliod May 6, 2006 through April 30, 2007
 
(Cominued)
 

STATE LAWS AND REGULATIONS: 

The Sheriff Should Reron Franchise Tax Collections Bv the Tentil Of Each Month 

Audit procedures perfoTIned on franchise taxes revealed that the Sheriff was not reporting on a 
monthly basis the franchise taxes collected. KRS 134.300 (1) states "The sheriff shall, by the 
tenth day of each month, or more often if required by the county judge/executive to prevent the 
sheriff from having funds in his possession in excess of the amount of his bond, report under oatil 
to the county judge/executive the amount of state and county taxes he has collected during the 
month proceeding... " KRS 134.300 (2) states "At tile time of making the report to the county 
judge/executive, the sheriff shall pay to the county treasurer, or other officer designated by the 
fiscal court, all funds belonging to the county that were collected by him during the period 
covered in the report." We recolllillend the Sheriff comply with KRS 134.300 by reporting each 
month's franchise taxes by the tenth of the following month and also by making proper tax 
distributions at that time. 

Sher[f('s Response: No Response 

The Sheriffs Office Should Properly Safe£uard .All Financial Records From Loss 

The Sheriff's office had inadequate controls over the safeguarding of financial records. On 
December 26,2007 an arson fire destroyed all financial records pertaining to the Sheriffs Office. 
The fmancial records were not in a fire proof area or room nor were any fmancial backup's 
located offsite. Due to this scope limitation, we were unable to express an unqualified opinion on 
the Sheriff's f1l1ancial statement. 

•	 The Sheriff should establish controls to achieve the objective of safeguarding the financial 
records. All financial records should be stored in a fire resistant area or room in order to 
protect these assets from a loss. An electronic data backup should be maintained off site in 
order to protect information from this type ofloss. 

Sheriff's Response: No Response 


